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MARKETING | RESEARCH ARTICLE
Switching costs, customer satisfaction, and their 
impact on marketing ethics of medical schemes 
in South Africa: An enlightened marketing 
perspective
Thabang Excellent Mofokeng1*
Abstract:  The issue regarding the transition of members from their current 
medical schemes to the National Health Insurance (NHI) in South Africa has 
erupted in much debate. This study, modelled on enlightened marketing philo-
sophy concepts, measures the effects of the perceived costs classified by type 
(procedural, financial, and relational) and direction (positive and negative) of this 
switch in terms of Customer Satisfaction. It also measures the impact on the 
perceived marketing ethics of current medical schemes in South Africa. Data 
were collected using a face-to-face survey from 250 consumers of medical 
schemes in South Africa. An 83.2% response rate was entered into SPSS Version 
26, and AMOS Version 26 to test a two-step modelling approach (SEM). The 
results reveal positive significant effects of personal relational loss costs and 
benefit loss costs on Customer Satisfaction, which in turn, negatively affects 
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PUBLIC INTEREST STATEMENT 
The policy on National Health Insurance (NHI) 
promotes the principle of social solidarity. It will 
eradicate imbalances in South African healthcare 
by enabling private-public health sector interac-
tions. Owing to high switching costs, both the 
satisfied consumers (who like to try new pro-
ducts) and dissatisfied customers often feel 
“locked-in”. Looking ahead, it seems the enligh-
tened marketing philosophy needs to be 
embraced to enhance the long-term perfor-
mance of the marketing system of the medical 
schemes. However, more knowledge is required 
on how switching costs will affect the continu-
ously changing expectations of customers and 
the consequent outcome on the currently per-
ceived marketing ethics of medical schemes. 
Results show significant positive effects of 
Personal Relational Loss costs and Benefit Loss 
Costs on Customer Satisfaction, which negatively 
affects their perceptions of marketing ethics. 
Increasing Benefit Loss Costs enhance the satis-
faction of members contributing large and med-
ium monthly fees, and those with switching 
experience. Satisfaction affects perceptions of 
marketing ethics for customers who do not have 
switching experience.
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currently perceived marketing ethics of medical schemes. For customers paying 
high and medium medical scheme contributions, and those who have prior 
switching experience, the results show that the costs of increasing benefit loss 
enhance Customer Satisfaction. Increasing satisfaction then enhances percep-
tions of marketing ethics for customers who do not have switching experience. 
The practical implications and recommendations explain marketing strategies to 
medical scheme practitioners to enable the enhancement of personal relation-
ships with customers and increase the service benefits, which in turn, removes 
the current negatively perceived marketing ethics. This paper, therefore, links 
articulation of the disconfirmation Expectation Theory and the General Theory of 
Marketing Ethics in the context of medical schemes in South Africa. Limitations 
and relevant future research avenues conclude the discussion of the research 
study.
Subjects: Economics; Business, Management and Accounting; Public Health Policy and 
Practice  
Keywords: switching costs; customer satisfaction; marketing ethics; medical schemes; NHI; 
South Africa
1. Introduction
The enlightened marketing philosophy involves using the five broader principles of ▪customer- 
value marketing; ▪ consumer-oriented marketing; ▪ innovative marketing; ▪ societal marketing; and 
▪ sense-of-mission-marketing to support the long-term performance of the marketing system 
(Kotler & Armstrong, 2010). The relevant topic of societal issues was introduced by Kotler and 
Levy (1971) based on social responsibility, ethics, marketing, ecology, consumerism, the desired 
political advertising appeal, and the growing demand for public goods with a focus on the market-
ing problems of non-profit entities (i.e. non-profit, micro, normative). The Normative Ethical Theory 
sets the guidelines for ethical behaviour and integrates Positive Ethical Theory and outcomes, 
while Distributive Justice is an ethics precept embracing enlightened marketing ethics (Ferrell & 
Ferrell, 2008). Distributive Justice, a central concept in the Catholic social tradition introduced by 
Laczniak (1999), is another foundation of marketing ethics involving human rights, dignity and 
stewardship, and the common good and fair treatment of vulnerable markets.
A recent World Health Organisation (WHO) report acknowledges the “flexibility and enabling 
role” of public health law in accomplishing the right to health (A. Gray & Vawda, 2017). In 
appreciation of the work by South African activists, Section 27 of the post-apartheid Constitution 
(Republic of South Africa, 1996) also endorses the right to health as a human right when it states, 
“(1) everyone has the right to have access to (a) healthcare services, and reproductive healthcare” 
(Annas, 2003). Consequently, as a fundamental human right, access to healthcare is viewed as 
value (Cosma et al., 2020). Groenewoud et al. (2019) have further argued that introducing 
a business ethics concept into healthcare seems to erode the essential healthcare values. In 
other words, a single-minded focus on Value-Based HealthcareVBHC) may infringe on the four 
medical ethics principles; firstly, by neglecting patients’ personal values; secondly, by ignoring the 
intrinsic value of the caring act; thirdly, by completely ruining patients’ trust of accountable 
professionals; and lastly, by waiving the social solidarity principle. The premise in this paper 
includes the argument related to the latter principle in the South Africa’s new National Health 
Insurance (NHI) system, whereby all taxpayers will contribute to the benefits to be shared across 
the entire population. Enlightened marketing; ▪customer-value marketing; holds that when an 
organization builds long-term customer loyalty and relational exchanges by continuously increas-
ing the value customers acquire from its market offering, it can capture value from consumers in 
exchange (Kotler & Armstrong, 2010).
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This study uses an enlightened marketing philosophy to revive the long-term performance of the 
marketing system of the medical aid (Kotler & Armstrong, 2008) scheme industry in South Africa 
(Council for Medical Schemes Annual Report, 2017–2018). The norms of professional ethics are 
usually to consider healthcare as a moral obligation in a decent society that embraces a sense of 
needs for belonging and caring for the community (Rowe & Moodley, 2013). Holcombe (2015) 
recommends the importance to follow the guidelines of ethical marketing set by the American 
Marketing Association (2005), and to conduct health-related marketing campaigns that promote 
the core principles of fairness, honesty, citizenship, respect, and transparency. Care ethics also 
holds that the existing layers must be uncovered below the surface of outcome measurement to 
acquire healthcare quality. These layers are:
● Firstly, the quality of accomplishing a health need (caring about);
● Secondly, the quality to care for (hold responsibility for the specified need and responsiveness, 
both on physician’s technical care delivery and emotional engagement);
● Thirdly, the quality of caregiving (the direct action involved in facilitating the actual physical 
work of the caring responsiveness);
● Lastly, the quality of care receiving (the reactions of the object of care towards the care given 
(Groenewoud et al., 2019)).
Clearly, complex ethical implications affect the daily requirements of healthcare services (Rowe & 
Moodley, 2013). Latham (2004) examines the complexities faced in marketing the medical services 
ethically in the United States. In this context, from the early 1990s, the health insurance market 
developed rapidly with products by using above-the-line marketing (i.e. mail adverts and radio 
media) to gain popularity in the local market (Erasmus et al., 2016). In another study that examined 
the ethics of advertising for healthcare services in the United States, Schenker et al. (2014) have 
argued that clinical advertising by healthcare organizations constitutes a fiduciary responsibility to 
patients (both healthcare providers and health organizations are obligated to patients). They insist 
that the ethics of clinical advertising by healthcare organizations are investigated in isolation from 
those that do not impose these obligations. In addition, from a legal and ethical perspective, such 
fiduciary exchange relies on patient trust (British Medical Association, 2017).
The healthcare industry probably remains one of the most interrogated industries globally. The 
marketing ethics of medical services involving hospitals, physicians, medical groups, and other 
mainstream medical caregivers in the United States have been examined by Latham (2004), while 
the relevance of the specific “social marketing” element in the development of medical marketing 
strategies is commended by Cătoiu et al. (2013) in the international context. Unfortunately, the 
growing business of medical schemes in South Africa makes it a pivotal research area due to its 
vulnerability to increasing opportunities of unethical marketing. However, issues from unscrupu-
lous parties in this sector (which is a primary area of ethical concern) are rarely explicit. The South 
African Lancet National Commission Report shows the gaps in management, ethical leadership, 
and governance as determinants of poor healthcare quality, leading to vast consequences (i.e. 
overuse of inappropriate care, underuse of evidence-based care, poor patient-driven care, collu-
sion, financial insecurity, patient safety hazards, delay, inefficiency, inequity and corruption), all of 
which cause unnecessary loss of lives (A. Gray & Vawda, 2019). Clearly, such corruption contributes 
to its high costs and the artificially inflated prices in the South African healthcare sector (Dambisya 
et al., 2008).
The use of private hospitals and related health services closely attached to a medical scheme 
insurance (A. Gray & Vawda, 2017) coverage; since it secures household members from incurring 
unexpected healthcare costs (Dambisya et al., 2008). However, a very high minimum cost of the 
medical-aid schemes invites criticism about their lack of affordability to many South Africans 
(Erasmus et al., 2016). This then contradicts the notion of managed healthcare as defined in the 
Medical Schemes Act (No. 131 of 1998) as:
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Managed healthcare refers to clinical and financial risk assessment and healthcare man-
agement with a vision to facilitate appropriateness and cost-effectiveness of relevant health 
services within the framework of affordability, using rules-based and clinical management 
based programmes (Kaplan & Ranchod, 2014–2015). 
To further cite Erasmus et al. (2016), the Medical Schemes Act (No. 131 of 1998) defines the 
business of a medical scheme as:
Undertaking liability in return for a premium or contribution
● to make provision for the obtaining of any relevant health service;
● to grant assistance in defraying expenditure incurred in connection with the rendering of any 
relevant health service; and
● where applicable, to render a relevant health service, either by the medical scheme itself, or by 
any supplier or group of suppliers of a relevant health service or by any person, in association 
with or in terms of an agreement with a medical scheme.
According to the Competition Commission of South Africa, the country’s current medical schemes 
fall into two market categories, namely, the open medical schemes and the restricted medical 
schemes (which target specific members of the defined group, employer, industry, or union) 
(Competition Commission, South Africa. H, 2018). Many large open schemes have high marketing 
budgets (i.e. costs embedded into administration fees) and implement tactical and complex 
strategies and marketing activities (Erasmus et al., 2016). While these medical schemes finance 
the costs of each healthcare benefit package offered to members for a monthly fee, the major 
concern includes the increasing high hospital and related costs, where members with a benefit 
package from one scheme perceive the switching costs as high (Competition Commission, South 
Africa. H, 2018). Conversely, perceived high switching costs are the prohibitive factor for dissatis-
fied customers to divert their loyalty from an organization (Ul Hadi et al., 2019). Hence, together 
with brand and customer loyalty, high switching costs remain the barrier for consumers to change 
from this product or service that they regularly use (Competition Commission, South Africa. H, 
2018).
The purpose of this study is to develop and test the conceptual model of the effects of perceived 
switching costs classified by type (procedural, financial, and relational) and direction (positive and 
negative), on Customer Satisfaction as well as their effect on perceived marketing ethics of 
medical-aid schemes in South Africa. This study, therefore, tests the moderating effects of medical 
scheme contributions and customers’ switching experience on the effects of such costs in terms of 
Customer Satisfaction. It also examines the satisfaction effects on the perceived marketing ethics 
of medical schemes. In the literature, Customer Satisfaction is the primary objective of all orga-
nizations (Gaski, 1999), but its related antecedents for medical scheme customers have not been 
investigated in the context of medical schemes, especially in emerging markets such as South 
Africa.
In sum, this paper argues that the inability of satisfied and dissatisfied customers to switch their 
medical schemes due to higher costs could have a detrimental effect on the perceived marketing 
ethics of the medical schemes. The next section discusses the scope of the medical scheme 
market in South Africa.
1.1. Market environment of medical schemes in South Africa
To fulfil the main obligation relating to the constitutional right of provision of access to healthcare, 
the South African government has enacted a legislative framework in the National Health Act (No. 
61 of 2003) (NHA). The purpose is:
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to grow a framework for structured uniformity of health system within the Republic, parti-
cularly consider liability for the responsibility of the obligations imposed by the Constitution 
and other regulations guiding health services at the local, provincial and national govern-
ment spheres (Competition Commission, South Africa. H, 2018). 
Following the National Health Act (No. 61 of 2003) which authorises medical schemes to hold the 
legal powers to finance healthcare (Competition Commission, South Africa. H, 2018), the promul-
gation of the Consumer Protection Act (No. 68 of 2008) has introduced amendments to the Act 
(No. 61 of 2003) (Rowe & Moodley, 2013). Medical schemes, therefore, operate under the jurisdic-
tion of the Consumer Protection Act (No. 68 of 2008), which affects the benefit packages in 
numerous ways:
(1) all representations made to the clients must be in the preferred language that is clearly 
understood by an ordinary person possessing average literacy skills and understanding;
(2) discriminatory marketing activities are forbidden, i.e. exclusion of persons from any goods or 
services or target particular communities for exclusive supply of goods or services (Kaplan & 
Ranchod, 2014–2015).
In South Africa, as stipulated in the Medical Schemes Act (No. 131 of 1998), the medical schemes 
are the primary private health-financing mechanism and similarly managed for the nonprofit trust 
funds (Erasmus et al., 2016; Kaplan & Ranchod, 2014–2015). They are regulated by a separate and 
independent regulatory authority − the Council for Medical Schemes (CMS) − which aims to 
increase access to good quality medical scheme cover and protect the consumer’s best interests 
(Kaplan & Ranchod, 2014–2015). The marketing literature also recommends organizations to 
perform ethical practices to secure their customers’ best interests (Hunt, 2010). That is, the 
marketing decision-making process of enlightened organization; ▪societal marketing concept con-
siders consumers’ interests and wants, the organization’s requirement, and society’s interest in the 
long term (Kotler & Armstrong, 2008).
Before the promulgation of the Medical Scheme Act (No. 131 of 1998) in 2000, not all the 
medical schemes abided by the responsibility to report to a central body. This increased the 
possibility that data and figures reported prior this enactment could have understated the financial 
irregularities incurred by the schemes and the number of people who could access medical 
schemes (Dambisya et al., 2008). Today, all the medical schemes are obliged to comply with the 
requirements of the Medical Schemes Act (No. 131 of 1998), unless the Council for Medical 
Schemes (CMS) exempts the medical schemes from certain provisions of the Act (Erasmus et al., 
2016).
Introducing the Medical Schemes Act (No. 131 of 1998) in 2000 brought together the principles 
of social solidarity in the medical scheme market, i.e. open enrolment, community rating and it 
also mandated all the medical schemes to offer the Prescribed Minimum Benefits (PMBs) (Erasmus 
et al., 2016; A. Gray & Vawda, 2017; Kaplan & Ranchod, 2014–2015). Each medical scheme markets 
a variety of product portfolios to customers (known as benefit options or benefit packages) which 
differ in design, and each medical scheme (approved and registered with the Council for Medical 
Schemes (CMS)) has to ascertain if the design meets the prescribed standard set in the Medical 
Schemes Act (No. 131 of 1998). The Low-Income Medical Schemes (LIMS) report shows that the 
scope of these PMBs requires revision, as they constitute high-base cost; thereby driving medical 
scheme cover prices higher (Kaplan & Ranchod, 2014–2015).
According to the World Health Organisation (WHO), “health monitoring must extend beyond the 
health sector and realise the economic, social, and environmental factors, including inter-sectoral 
initiatives” (A. Gray & Vawda, 2017). In 1992/93 an estimated cost of R30 billion (8.5% of GDP) was 
spent on healthcare in South Africa. This varied between the private sector (60.8%) and the public 
sector (38.7%) (A. Gray & Vawda, 2017). By 1998/99, up to 59% of the total South African health 
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sector resources (i.e. financial and human) were consumed in private healthcare, covering less 
than 20% of the population (i.e. people who access and use health services via the medical 
schemes) (Dambisya et al., 2008). In 2002, the medical schemes dominated the pre-funded health 
finance market in South Africa with the top three administrators holding 49.3% of market share, 
driven by industry alliance (e.g., Momentum and Metropolitan formed the union entity of MMI 
Holdings) (Erasmus et al., 2016). This rose to 80% in 2014 and as a result, the total medical scheme 
expenditure increased (in nominal terms) from R127.2 billion in 2014 to R138.6 billion in 2015, or 
R15 822.76 per average beneficiary per year. This accounted for hospital care (37.1%); medical 
dispensaries in pharmacies; and health service providers beyond the hospitals (16.1%); supple-
mentary and allied health professionals (7.2%); medical specialists (6.6%); and general practi-
tioners (GPs) (6.2%) (A. Gray & Vawda, 2017). The 2015 General Household Survey revealed that 9 
458 000 (17.5%) South Africans had medical scheme cover, while 23.5% of households had at least 
one member who was covered (A. Gray & Vawda, 2017). In 2016, the medical scheme's expendi-
ture accounted for 41.8% of the total healthcare expenditure − considered high according to 
international standards. However, it should be noted that medical scheme members volunteer 
for cover, and the medical scheme contribution is a service condition imposed by employers 
(Erasmus et al., 2016).
Consequently, the 2017 increase of Value Added Tax (VAT) from 14% to 15% was a challenge for 
medical schemes in South Africa and this slowed the growth in the general numbers of medical 
scheme membership. As rising membership is a driver of medical scheme business growth, the fall 
in membership was attributed to weak economic growth (i.e. low GDP, negative credit ratings, etc.). 
In 2018, members benefited from the lower average monthly contribution of 7.2%, compared to 
11.3% proposed in 2017 (Council for Medical Schemes Annual Report, 2017–2018). Despite this, the 
cost of pre-funded healthcare in South Africa has since increased to a rate above the Consumer 
Price Index (CPI), which has pressurized the medical scheme costs for a while, and more recently, 
the cost of health insurance products. Thus, a growth in the usage of medical services among 
customers is the key driver of costs (Erasmus et al., 2016).
Presently, the South African population is estimated at 55.5 million (National Department of 
Health, 2016), yet over 50% of the total healthcare expenditure serves only 16% of the population 
(8.8 million people) covered by the medical schemes in the private sector (Erasmus et al., 2016; 
A. Gray & Vawda, 2017; Maphumulo & Bhengu, 2019; National Department of Health, 2014). 
Clearly, this raises concerns when the affordability of medical schemes is examined: the relatively 
high proportion of the state’s healthcare expenditure flows into medical schemes which only serve 
the minority of the population (16%) (Erasmus et al., 2016). Currently, over R200 billion is spent on 
16% of the population who currently have a medical scheme cover (A. Gray & Vawda, 2019). 
Consequently, in the private sector, an estimated 80% of medical specialists in South Africa serve 
the same population (16%) (Maphumulo & Bhengu, 2019; National Department of Health, 2016), 
while 84% of the South Africans rely heavily on the government’s under-resourced public health 
sector for their health needs (Maphumulo & Bhengu, 2019). The obvious difference, however, is 
that the public facilities render free care for most medical conditions while private facilities charge 
a service fee (Jacobsen & Hasumi, 2014). Thus, consumers covered by medical schemes are likely 
to have a high socio-economic status and their preference is to visit the private facilities that they 
perceive offer a higher standard care. Therefore, socio-economic status has been shown to predict 
Customer Satisfaction with private healthcare in South Africa (Ayo-Yusuf et al., 2016; Dambisya 
et al., 2008).
The Medical Schemes Act (No. 131 of 1998) aims at reducing the discriminatory clauses by 
matching the schemes’ operations in accordance with the Constitutional vision of the provision of 
more equitable medical care (Dambisya et al., 2008). However, social inequalities in access to 
medical scheme cover still persist (e.g., the number of “Africans” on medical schemes has reduced 
from 10% in 1996 to 8% in 2003, while coverage for “white” members reflected at over 60%) 
(Dambisya et al., 2008). The problems identified by McIntyre (1995), for example, the overall 
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maldistribution between the private and public sectors (relative to the populations served); the 
overall under-resourcing of the public sector; maldistribution of funds between geographical areas 
with relatively affluent (urban) areas acquiring a greater proportion than underdeveloped areas 
(rural, ex-homeland); and maldistribution between levels of care, still persist in 2017. The National 
Health Insurance (NHI) policy, however, aims to eradicate these imbalances (A. Gray & Vawda, 
2017) between the current co-existing private and public health sector systems. This is the premise 
of “social solidarity”.
1.2. National health insurance (NHI)
The National Health Act (No. 61 of 2003) together with other laws and policies, e.g., the National 
Development Plan (NDP) and the National Health Insurance (NHI) form the regulatory framework 
governing the provision of health service in South Africa (Competition Commission, South Africa. 
H, 2018). The NHI refers to a series of major health system reforms that aim to promote the 
social solidarity principle, as well as to address issues of greater quality and equity in the South 
African healthcare sector (Erasmus et al., 2016; Rowe & Moodley, 2013) that is not achieved to 
date.
As endorsed by the National Health Plan, the provision of Universal Health Coverage (UHC) aims 
to enable a conducive environment for public-private health sector interactions (African National 
Congress, 1994). The World Health Organisation (WHO) insists that:
Accelerating the progress in provision of Universal Health Coverage (UHC) depends on three 
broad principles to guide health financing reforms. First, [a] shift towards a predominant 
reliance on compulsory (i.e. public) funding sources. Second, [to] reduce fragmentation in 
pooling to enhance the re-distributional capacity of these prepaid funds. Lastly, [a] shift 
towards strategic purchasing, which intends to align funding and incentives with promised 
health services (A. Gray & Vawda, 2019). 
One key element of the NHI reforms, therefore, is the design of a split between purchaser-to- 
provider through the provision of a “single-buyer” services body. This aims to strategically pur-
chase health services despite affiliation with the private or public sector. Such a classic feature is 
provided in health services markets in the developing countries (Wagstaff et al., 2016), but is still 
absent in the context of South Africa (Competition Commission, South Africa. H, 2018).
The crux of the NHI healthcare system is that the health risk will be cross-subsidised to all the 
citizens of South Africa (Erasmus et al., 2016; Rowe & Moodley, 2013). Consequently, all taxpayers 
or income earners will make mandatory contributions so that the benefits are shared across the 
entire population, including people who are unable to make a direct monetary contribution to the 
NHI fund (French, 2012; A. Gray & Vawda, 2018; Rowe & Moodley, 2013).
The potential for NHI to generate additional funds for the healthcare sector and to enhance 
equity and efficiency relies largely on the implementation of finance, pools, purchase, and 
provision of reforms (A. Gray & Vawda, 2017). Areas of interest for NHI funding include 
establishing the interim NHI fund and developing health techno-assessment capacity (A. 
Gray & Vawda, 2018). The overall tax subsidy of R15.9 billion in 2014 which equates to 12% 
of gross contributions has indicated an improved equity between the medical scheme tax 
subsidy and the cost per capita in the public sector. Consequently, this has sparked discussions 
on the possible removal of this tax subsidy and redirecting it towards the NHI funds (Erasmus 
et al., 2016). A major adjustment to the 2017 Medium Term Budget Policy Statement was the 
allocation of R4.2 billion to the NHI fund via the adjustments of medical credits on personal 
income tax at a margin below inflation for a three-year period, i.e., R700 million (year one), 
R1.4 billion (year two) and R2.1 billion (year three) (A. Gray & Vawda, 2018). Thus, the White 
Paper estimates a funding deficit of R72 billion for NHI by 2025/26 due to an expected 3.5% 
annual economic growth rate (A. Gray & Vawda, 2019).
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Predictably, the NHI is envisioned to erode many of the health service sector’s challenges 
(Erasmus et al., 2016); since the private medical scheme sector can expect vast disputes subse-
quent to the introduction of NHI, such as the separation between health insurance and medical 
scheme cover, and the constantly evolving regulatory environment (French, 2012). However, 
looking further ahead, if these NHI reforms are implemented successfully, the current high 
demand for private over the public healthcare will disappear naturally, with medical schemes 
expected to play a substantially reduced role by providing only supplementary healthcare cover 
(Erasmus et al., 2016). The NHI services benefit package and the Prescribed Minimum Benefits 
(PMBs) will be merged to assist members to transit swiftly from medical schemes to NHI (French, 
2012). In addition, a capitation payment system (i.e. the doctor paid a specific amount per enrolled 
person for a set period of time) will be adopted to incentivise underprovision of services by doctors. 
Thus, extensive consultations with the medical professional groups in South Africa are critical, as 
many health workers could migrate to the developed countries (A. Gray & Vawda, 2019). The 
rationale for this is that the more services they actually provide, the more a patient is costing them 
(Rowe & Moodley, 2013). Capitation payments will complement the performance-based payments 
to limit unnecessary referrals and reach targets for preventive services (Competition Commission, 
South Africa. H, 2018; A. Gray & Vawda, 2019).
1.3. Objectives of the study
Switching costs in competitive health insurance markets were examined by Lamiraud (2013); 
however, a critical area of the ethical marketing is for medical schemes to meet consumers’ 
expectations. This study, therefore, offers a novel architecture to bridge the gap of limited research 
on the effects of perceived switching costs on Customer Satisfaction, and the consequent outcome 
on perceived marketing ethics of medical schemes. The objectives developed to measure the 
identified marketing research problem include:
● an examination of the effects of perceived switching costs on Customer Satisfaction;
● a proposal to test a conceptual model on the effects perceived switching costs on Customer 
Satisfaction, and the resultant effect on perceived marketing ethics.
● an investigation on the moderating effects of the medical scheme contributions and customer 
switching experience and the threefold impact of the perceived switching costs on satisfac-
tion, satisfaction effects, and marketing ethics in the South African healthcare sector.
To achieve these objectives requires a rigorous study that answers the following questions:
● What is the role of perceived switching costs on customers’ satisfaction?
● How does satisfaction affect perceived marketing ethics?
● Do the medical scheme contributions and consumers’ switching experience moderate the 
effects of perceived switching costs on Customer Satisfaction, and the satisfaction effects on 
marketing ethics?
In general, this paper has described the background information critical to develop an under-
standing of the problem investigated in this study and to develop the research objectives and the 
research questions. The next section discusses the literature review on the switching costs, 
Customer Satisfaction, and marketing ethics, including multiple theories fundamental to the 
development of the conceptual model shown in Figure 1. The research methodology applied in 
the systematic design, collection, analysis, and interpretation of the findings will be discussed, 
including the practical implications and recommendations, and limitations of this study and future 
research ideas.
2. Literature review
The issues of ethical principles and social responsibility are guided by two philosophies. The first 
philosophy does not oblige organizations and their managers to inherit the responsibility for 
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making moral decisions, but ethical issues follow and are decided by both the free market and 
legal system. The second philosophy rests the responsibility in the hands of the organizations and 
their managers, and not on the system, which is an enlightened philosophy that embraces “social 
conscience” (reflecting beyond the legal systems and allowed) and which adheres to the standards 
of corporate conscience, personal integrity, and long-term customer welfare (Kotler & Armstrong, 
2008).
Thus, organizations follow corporate marketing ethics as broad guidelines affecting its product 
development, pricing, distribution relations, advertising standards, customer services, and the gen-
eral ethical standards (Kotler & Armstrong, 2010). From the perspective of Marketing 101, Latham 
(2004) has examined ethics in the marketing of medical services and has argued that each of the 
four P’s (i.e. product, price, place, promotion) have a component of ethical questions. He insists on 
the importance of an attempt to determine the selling price at which the product or service will 
generate more profit to the seller and still be attractive to the target consumer (e.g., should the 
product or service cost less, be a “loss-leader,” or a high markup cost, such as luxury goods?).
In the healthcare sector, the medical schemes use a price-rationing method. That is, goods and 
services are sold to consumers who are able and willing to pay the price. The “price” in this view 
constitutes the contribution rate and the degree of out-of-pocket payments incurred from levies, 
co-payments, tariff shortfalls, and other deductibles (A. Gray & Vawda, 2019; Kaplan & Ranchod, 
2014–2015). The 2010 results of the South African General Household Survey (GHS) show that 
93.4% of patients who visited a private facility paid for their services via a medical scheme or from 
out-of-pocket, while only 6.6% visited a public healthcare facility (Jacobsen & Hasumi, 2014). This 
shows that many South Africans use medical schemes to access private hospital care, while those 
without medical scheme cover pay out-of-pocket to gain these benefits (Erasmus et al., 2016).
Paradoxically, the research shows the price elasticity of demand for medical schemes as 
relatively low (Erasmus et al., 2016). The challenge with price competition in the healthcare sector 
is that it reluctantly relies on the private (in terms of quality and expense) rather than public 
(government) health insurance to fairly ensure that patients and their doctors determine prices, 
and choose the healthcare service they want to purchase (Competition Commission, South Africa. 
H, 2018). As the “buyer beware” concept is not acceptable, today’s business laws (anti-trust law, 
consumer protection law, etc.) have been promulgated to help consumers to make well-informed 
market choices, and enable specialised protection to novice customers (Axtell-Thompson, 2005; 
Sirgy & Lee, 2008). The Economic Theory holds consumers to be as well informed as possible about 
the key features of goods or services they purchase (Bhattacharya, 2013). Furthermore, Economic 
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Benefit Loss Cost
Monetary Loss Cost
Evaluation Cost
Personal Relational 
Loss Cost
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Figure 1. Conceptual model of 
the effects Switching Costs on 
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Theory argues that healthcare markets are destined for failure in ways that have a detrimental 
effect on the patients’ interests. For example, the General Practitioners (GPs) are responsible for 
a vast number of patient referrals, and have control over the commissioning budget, thereby 
generating cost savings. If patients could choose their healthcare providers, and if those providers 
are paid a fixed sum for each service episode of care they render, then, from the market logic 
perspective, those providers would compete on the basis of service quality and experience, thus, 
giving patients more choice (British Medical Association, 2017).
From a legal perspective, all patients are considered “consumers”, which enables them to enjoy 
the rights of the consumer, such as the right to choose; the right to privacy; the right to disclosure of 
information; the right to fair, just and reasonable terms and conditions; the right to fair and honest 
dealing; the right to fair value, good quality and safety; the right to fair and responsible marketing; 
the right to equality in marketing; and the right to hold their suppliers accountable (Rowe & Moodley, 
2013). For over 30 years, the NHS in England, a developed country, has been subjected to growing 
market-oriented supply-side reforms driven by the goal of efficiency savings and the aim to allow 
patient choice and enhance healthcare satisfaction (British Medical Association, 2017). Researchers 
probing into the ethical limits of choice and responsibility in healthcare (Axtell-Thompson, 2005, 
p. 212) have echoed the importance of a well-informed market choice and asks “can consumers 
switch to another supplier?”. From a holistic view, the appropriateness of choice relies on the 
“switching costs”, intensity of rivalry, and the firm’s market share in the industry.
Further, understanding consumer behaviour has become complex due to the variety of competitive 
products and services, and the satisfied customers’ willingness to try new products and those of rivals, 
which enhance the temptation to switch (Willys, 2018). Consequently, many firms increase switching 
costs to reduce the customers’ desire to switch to competitors (M.A. Jones et al., 2000). Obviously, 
switching intentions rarely occur if the incumbent firm satisfies customers (Zeithaml et al., 1996). 
Balabanis et al. (2006) have revealed that switching costs are more influential when Customer 
Satisfaction is low. Hence, the two primary strategies for retaining customers are by increasing switching 
costs and enhancing Customer Satisfaction through a balanced management process. Ethics and 
practice applications show that organizations can increase switching costs by adding customer value 
(e.g., teach customers to identify the unique product benefits, use the product better, and gain the 
valuable rewards and bonus), and by building long-term customer relationships (Burnham et al., 2003). 
The consumer values health service provider whose activities engage with and treat customers as 
partners in an overall approach to their care, who is honest, listens and acknowledges their varied 
conditions, and treats them equally (Hassmiller & Bilazarian, 2018) will satisfy consumers, as they are 
generally cared for. This situation further leads them to perceive this provider as either ethical or 
unethical (Javed et al., 2019).
When purchasers “buy” the best possible care at the lowest possible cost (Groenewoud et al., 
2019), consumers behave as critical healthcare customers and tend to evaluate the switching 
costs and develop various satisfaction responses to these costs (Klemperer, 1995). If switching 
costs are higher, Customer Satisfaction is negatively impacted (Nagengast et al., 2014; Willys, 
2018; Yen, 2010). This indicates that, in the firm’s short-term defensive marketing strategy, the 
positive relationship between switching cost and satisfaction is mixed (Fornell, 1992); however, in 
the long term, the organization’s ability to retain the patronage of dissatisfied customers through 
switching cost costs is limited. In other words, switching costs and satisfaction may interact 
negatively in driving customer intentions (M.A. Jones et al., 2000).
In the literature, Bolton (1998) has identified the significance of Customer Satisfaction for the 
cellular communication industry in relation to switching. Biedenbach et al. (2015) found the positive 
effect of switching costs on Customer Satisfaction in the B2B setting. Sanjeepan (2017) has confirmed 
a moderate positive interaction of switching costs and Customer Satisfaction for Internet banking 
services at commercial banks in Batticaloa, Sri Lanka, which is a developing country. Moliner (2009) 
found the effect of functional value consisted of monetary costs and non-monetary costs on consumer 
Mofokeng, Cogent Business & Management (2020), 7: 1811000                                                                                                                                       
https://doi.org/10.1080/23311975.2020.1811000
Page 10 of 35
satisfaction in the public and private healthcare sector in Valencia (Spain). Thus, the question of how 
switching costs and Customer Satisfaction relate is under-researched in the medical scheme industry, 
especially in the context of emerging markets such as South Africa. Given the scant research on 
switching costs management, the marketing effort to increase Customer Satisfaction waives the 
relevance of switching costs, or worse, the marketing field has “blacklisted” switching costs as very 
painful to customers and unworthy to study (Burnham et al., 2003).
A SERVQUAL model developed by Parasuraman, Zeithaml and Berry (1992) is a widely used 
instrument measuring customers’ perceptions of service quality in a service industry. It has been 
adopted in previous studies that measure patients’ satisfaction about healthcare service quality as 
a fundamental factor of the overall performance system evaluation of healthcare (Cosma et al., 
2020; Dambisya et al., 2008; Maphumulo & Bhengu, 2019; Nwobodo-Anyadiegwu et al., 2018). 
However, a gap exists in the literature on the impact of switching costs on consumer satisfaction 
linked to the medical schemes industry. There is also little insight on the impact of switching costs on 
consumer behaviour in the context of medical schemes in South Africa. Consumers’ perception of 
marketing ethics of medical schemes in the post-purchase evaluation stage is unknown. This study, 
therefore, closes this gap by focusing the enlightened marketing view on the conceptualisation and 
testing of the switching costs on Customer Satisfaction, and their effect on the marketing ethics of 
medical schemes in South Africa. Enlightened marketing; ▪ Consumer-oriented marketing; means 
sensing, serving, and satisfying the consumer needs (Kotler & Armstrong, 2008). A. Gray and Vawda 
(2017) report that, in South Africa, 88% of the patients were “very satisfied” or “somewhat satisfied” 
with their medical schemes compared to 83% of patients without medical scheme cover. It was 
expected that the anticipations of medical scheme members would be high given their higher- 
income status and payment for health cover. Their satisfaction could also be potentially affected by 
shorter waiting times and better amenities in the private sector. Ayo-Yusuf et al. (2016) confirm that 
medical scheme membership has an indirect impact on satisfaction (i.e. if the patient could have 
used a private facility rather than a public facility) for the following reasons:
● it reduced the financial burden of out-of-pocket payment for care visit;
● lowered the perceived expensive of the treatment; and
● ultimately, limited customers’ dissatisfaction.
Customer dissatisfaction occurs when a customer has expectations more than the organization’s 
level of performance (e.g., perceived quality is lower than Customer Satisfaction) (Nwobodo- 
Anyadiegwu et al., 2018). In South Africa, Jacobsen and Hasumi (2014) have reported no variance 
in customers’ satisfaction with medical scheme cover (e.g., health insurance plan).
In a study on patients as consumers of healthcare in South Africa, Rowe and Moodley (2013) 
highlight the ethical and legal implications for healthcare systems, healthcare providers and the 
doctor and patient relations. Gundlach and Murphy (1993) show customer trust, equity, responsi-
bility, and commitment as the necessary ethical and legal foundation for fair and open relational 
marketing exchange. An ethical brand is characterised by features of respect, diversity, quality, 
honesty, integrity, responsibility, and accountability, and such ethical brands promote themselves 
without ruining their consumer’s morale (Javed et al., 2019). Consequently, firms complying with 
high standards of organization ethics (social responsibility to act ethically and provide benefits to 
society) create a competitive advantage and generate profit by:
● lowering the business transactional cost;
● establishing customer trust;
● building the internal services scope (i.e. teamwork success); and
● acquiring social capital gains endorsed by a positive image in the public eye (McMurrian & 
Matulich, 2016; Mohammed & Rashid, 2018).
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2.1. Theoretical foundation, conceptual framework and hypotheses development
Cognitive Dissonance Theory and Self-perception Theory posit that consumers who feel “locked-in” 
will be defensive about it and think of themselves as satisfied, while dissatisfied customers 
attribute “being locked-in” to actions of a firm and will certainly feel highly dissatisfied 
(Burnham et al., 2003, p. 20). They have related to a question investigated in this current study, 
by asking: “can switching costs independently impact dissatisfaction”? They contend that studies 
which could answer such question would be capable of managing the dynamic and contextual 
effects of perceived switching costs. In consideration of this view, this current study develops and 
tests a conceptual model (see Figure 1 below) of switching costs as a multi-dimensional construct 
using a typology of switching cost categories developed by Burnham et al. (2003). These are the 
three switching cost types classified into eight distinct facets:
(1) Procedural switching costs (i.e. facets of economic risk, evaluation, learning, and setup costs) 
measure the loss of time and effort;
(2) Financial switching costs (i.e. facets of benefit loss, monetary loss) measure the loss of 
financially quantifiable resources; and
(3) Relational switching costs (i.e. facets of personal relational loss, brand relational loss costs) 
measure the emotional discomfort from the identity loss and ending bonds.
The multi-dimensional view of the switching costs construct will:
● clarify the theoretical explanatory power of the construct (Whitten & Wakefield, 2006);
● clarify the relevant theoretical and managerial implications across types of switching costs (M. 
A. Jones et al., 2007); and
● properly interrogate the interactions of switching costs and other related constructs (Barroso 
& Picón, 2012) measured in this study.
Switching costs are not mutually exclusive. As time cost is a key element of setup and learning 
costs, switchers often reduce these costs via monetary costs or setup costs (i.e. purchase learning 
materials, instructor services or installation services) (Parry & Sarma, 2019).
Further, switching costs fall into two distinct types, i.e. positive switching costs and negative 
switching costs (M.A. Jones et al., 2002). Ngo and Pavelková (2017) believe that this classification is 
useful for practitioners as it provides detailed guidance for applying switching costs in enhancing 
customer loyalty. However, in the light of Attribution Theory, Bhattacharya (2013) argues that 
customers should perceive switching costs that reflect high customer value positively. Empirical 
evidence shows that positive switching costs positively affect Customer Satisfaction while negative 
switching costs negatively affect satisfaction (Julander & Söderlund, 2003). As positive switching 
costs are benefits beyond the core service, they may give rise to substantially different emotional 
and behavioral responses than do negative switching costs (Marcos, 2018). Nagengast et al. (2014) 
have merged the two types of positive switching costs (i.e. financial and relational switching costs) 
into a single factor, despite other studies (Blut et al., 2015; Burnham et al., 2003; M.A. Jones et al., 
2007) that have measured financial and relational switching costs as separate constructs. 
Surprisingly, however, there are no such research studies in the health services industry that 
separate positive and negative switching costs, as recommended in the literature (Burnham 
et al., 2003; M.A. Jones et al., 2002, 2007). This raises the question of the need to understand 
the varied mechanisms or routes through which various switching costs influence Customer 
Satisfaction and how this satisfaction impacts the perceived marketing ethics of medical schemes.
The Disconfirmation Expectation Theory developed by R.L. Oliver (1999) is a dominant theory of 
consumer behaviour cited widely in the literature that links the satisfaction outcomes to the differ-
ences in expected and actual product performance. It posits that customers evaluate their satisfac-
tion from an overall evaluation of their perceived services experience in terms of whether the services 
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consumption meets or exceeds their prior expectations. Any discrepancy between expectations and 
actual performances creates a positive disconfirmation (performance exceeds expectations) or 
a negative disconfirmation (expectations exceed performance). Confirmation and positive disconfir-
mation lead to satisfaction, whereas negative disconfirmation leads to dissatisfaction.
Consequently, consumer dissatisfaction has a negative impact on the perceptions of the market-
ing ethics of an organisation (Chonko et al., 1996; Thomas et al., 2002). Hunt and Vitell (1986) 
introduced the General Theory of Marketing Ethics as a unified framework that measures ethical 
judgements within specific sales situations by depicting a “perceived ethical problem” as a catalyst 
of the ethical decision-making process of marketers. The ethical decisions rely on deontological 
norms and judgments and on teleological norms and judgements. The deontological norms rely on 
hypernorms and local norms of the Integrative Social Contracts Theory (Ferrell & Ferrell, 2008). By 
its nature, the definition of marketing is a precept grounded in the utilitarian approach to ethics as 
marketers set a deontological approach to marketing (Nantel & Weeks, 1996). In general, the 
multiple theoretical approach guides the theoretical explanatory power of constructs and their 
interactions as shown in the conceptual model (see Figure 1).
2.2. Switching costs
From his seminal work of strategic management literature of “Competitive Strategy”, Porter (1980, 
p. 10) defined switching costs as “onetime” costs, rather than the ongoing costs in the repeat purchase 
with an organization. This definition guides the formation of switching costs typology by Burnham 
et al. (2003). The switching cost definition measures the monetary cost, psychological and emotional 
costs incurred in facing the uncertainty of dealing with another firm (Dick & Basu, 1994).
The management, economics, and marketing literature view considers switching costs as indus-
try-specific and consumer-specific (Fornell, 1992; Klemperer, 1995). In the service industry, switch-
ing costs refer to consumers’ subjective evaluation of perceived costs incurred in changing 
a service firm (Burnham et al., 2003). In the medical scheme industry, switching costs refer to 
the subjective evaluation of perceived costs that the customer incurs in leaving a medical scheme 
services provider.
2.2.1. Procedural switching costs 
Procedural switching costs are viewed by Burnham et al. (2003) as the traditional view of what 
switching costs that involve the following:
● the consumers’ perceived complexity of effort in the search for information prior switching 
a firm (pre-switching costs),
● evaluation of the relevant steps (uncertainty costs); and
● learning the procedures and routines of a new firm (setup costs).
Higher perception of procedural switching costs affects the switching barrier (M.A. Jones et al., 2000). 
The literature has emphasized that the procedural switching costs often making it difficult for 
customers to switch a firm (e.g., the time and effort in the search for a new firm, and challenges 
incurred in terminating a contract) derive from the negative sources of constraint, hence, falling in the 
domain of negative switching costs (M.A. Jones et al., 2007; Ngo & Pavelková, 2017). While Burnham 
et al. (2003) have measured procedural switching costs consisting of the economic risk costs, evalua-
tion costs, set up costs, and learning costs, this study examines economic risk costs (i.e. perceived 
alternatives’ risk or uncertainty) and evaluation costs (i.e. time and effort costs to find new medical 
scheme and the challenges incurred in terminating a contact) due to the nature of the business of 
medical schemes. Nagengast et al. (2014) have found that customers perceive even small procedural 
switching costs as painful and do not switch even when they are dissatisfied. Burnham et al. (2003) 
and M.A. Jones et al. (2007) refer to this condition as “being locked-in” and it completely forces 
customers to stay in the relationship, thus forming perceived calculative commitment.
Mofokeng, Cogent Business & Management (2020), 7: 1811000                                                                                                                                       
https://doi.org/10.1080/23311975.2020.1811000                                                                                                                                                       
Page 13 of 35
2.2.1.1. Economic risk costs. Economic risk costs refer to perceived psychological costs faced with 
the “perceived alternatives’ risk or uncertainty of the potential negative consequences that may 
occur when adopting a new firm whom a customer has less information” (Burnham et al., 2003, 
p. 111), as unused brands may not meet his or her expectations due to uncertainty. This study, 
therefore, hypothesises that: 
H1: Economic risk costs have a significant direct negative effect on Customer Satisfaction.
2.2.1.2. Evaluation costs. Evaluation costs refer to “the time and effort costs in the search and 
analysis required to make a switching decision” (Aydin & Özer, 2005), and require the mental effort 
to analyse and restructure information to arrive at a meaningful decision (Burnham et al., 2003, 
p. 111). This study, therefore, hypothesises that: 
H2: Evaluation costs have a significant direct negative effect on Customer Satisfaction.
2.2.2. Financial switching costs 
Financial switching costs are financially quantifiable costs that customers incur in transitioning 
from an incumbent firm (Aydin et al., 2005). These switching costs involve structural bonds 
imposed by the incumbent firm, capturing costs stemming from the specific benefits lost when 
switching (costs of lost performance), and loss of investments (sunk costs) (Burnham et al., 2003). 
Burnham et al. (2003) have also classified financial switching costs as the benefits loss and 
monetary loss costs. The benefits loss costs and monetary loss costs are viewed as positive 
switching costs (foregone gains) that derive from the positive sources of constraint and reflect 
the positive value and behaviours that customers sacrifice when leaving a firm (Burnham et al., 
2003; M.A. Jones et al., 2002).
2.2.2.1. Benefit loss costs. Benefit loss costs refer to “the costs incurred in the contractual bonds 
that establish economic benefits for staying with a firm” (Burnham et al., 2003, p. 111). The net 
effect of switching efforts relies on the perceived strength of switching costs against the corre-
sponding benefits (Yang & Peterson, 2004). Benefits involving membership programs and frequent 
flier discounts, for example, show an increment’s core service relationship (Aydin & Özer, 2005). 
Hence, a customer who switches the firm loses these benefits and prerequisites accrued from past 
services patronage (M.A. Jones et al., 2002). Positive switching costs (social and lost benefits) 
impact Customer Satisfaction (Julander & Söderlund, 2003; Meng & Elliott, 2009). This study, 
therefore, hypothesises that: 
H3: Lost benefits costs have a significant direct positive effect on Customer Satisfaction.
2.2.2.2. Monetary loss costs. Monetary loss costs or “the onetime financial outlays [that] incur 
when switching a firm instead of costs spent in purchasing a new product itself” (Burnham et al., 
2003:111; Klemperer, 1995). Monetary switching costs include penalties for switchers to lose the 
monetary benefits acquired from long-term membership and the costs required by a new firm (Kim 
et al., 2019). In the medical scheme market, for example, monetary loss costs include not only the 
costs of purchasing a new benefit package but also the sunk cost of a switched benefit package 
(Porter, 1980). Hence, switchers will incur onetime costs such as a deposit or initiation fee from 
a new firm (Burnham et al., 2003). In the health sector, Moliner (2009) reports that monetary costs 
and service quality are critical determinants of Customer Satisfaction in private sector, while in 
a public sector, in terms of Customer Satisfaction, all the factors of perceived value are equally 
relevant, though the non-monetary costs stand. This study, therefore, hypothesises that: 
H4: Monetary loss costs have a significant direct positive effect on Customer Satisfaction.
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2.2.3. Relational switching costs 
Relational switching costs represent “the onetime costs that customers incur for switching 
a firm and the subsequent costs need to re-establish a new relationship” (Burnham et al., 2003, 
p. 111). The literature suggests that switching costs are the customers’ perceived magnitude of 
additional costs incurred to break the bond with the firm and expenditures incurred to secure 
a place in a new firm (Ram & Wu, 2016; Willys, 2018). Relational switching costs occur if 
comfort, faith, understanding, and affection in the firm create a switching barrier for customers 
(M.A. Jones et al., 2007), since they reflect relationship-specific assets (e.g., learnt procedure, 
proprietary system, brand preference, etc.) valued by exchange parties (Bhattacharya, 2013; 
Tuu, 2015). Value refers to customer’s perceived variances between the personal revenue 
generated (results and process quality) and the personal cost (price and acquisition cost) 
(McMurrian & Matulich, 2016). Hence, instances of leaving a firm’s brand (brand relations 
costs) or contact staff (personal relations loss costs) may cause emotional discomfort for 
that customer (Burnham et al., 2003). In retail banking, Ngo and Pavelková (2017) report 
that customers treat positive switching costs as good initiatives from their banks and that 
they enhance the emotional relationship to their banks. Burnham et al. (2003) measured 
relational switching costs consisting of the brand relations costs or contact personnel (personal 
relations loss costs). The nature of the business of medical schemes makes it relevant to 
examine personal relational loss costs incurred in breaking the bond.
2.2.3.1. Personal relationship loss costs. Personal relationship loss costs are “the affective losses 
involving psychological or emotional discomfort due to identity loss or breaking the relationship 
and acquaintance with the firm and its staff” (M.A. Jones et al., 2000, p. 262). Blut et al. (2014) 
found a positive effect of relational switching costs on customers’ cross-buying behaviour across 
the firm’s product categories, and its share of the wallet. Relational benefits focus on the 
relationships rather than on performance and positively increase Customer Satisfaction (Hennig- 
Thurau et al., 2002). Higher levels of Customer Satisfaction are a significant antecedent of 
relational switching costs, as customers avoid breaking bonds that meet their expectations 
and satisfy them (Gounaris & Boukis, 2013; Tuu, 2015; Yoon & Suh, 2003). This study, therefore, 
hypothesises that: 
H5: Personal relationship loss costs have a significant direct positive effect on Customer Satisfaction.
2.3. Customer satisfaction
Satisfaction is defined as “a state of pleasurable fulfilment response from a judgment that 
a product or a service provides a pleasurable consumption-related fulfilment, including under- or 
over-fulfilment” (R.L. Oliver, 1997, p. 27). The consumer’s response is an outcome of a cognitive 
evaluation process of whether a service meets a pleasurable level, thereby fulfilling a need and 
want after single or multiple contacts (R.L. Oliver, 1993). The consumer senses that the medical 
scheme is fulfilling a need, goal, desire, or so forth and that this forms a state of pleasurable 
fulfilment. Thus, satisfaction is the customer’s sense that the medical scheme services offer 
outcomes forming a standard of pleasure as opposed to displeasure state.
The philosophy of “marketing concept” views Customer Satisfaction as the key factor in achieving 
organisational goals (Gaski, 1999). Customer Satisfaction is a critical determinant of keeping long-term 
patient loyalty and achieving a competitive advantage (Chang, Chen & Lan, 2013; Moliner, 2009; 
Nwobodo-Anyadiegwu et al., 2018; Shan et al., 2016; Tang, 2011). The most commonly selected 
criteria for measuring Customer Satisfaction with health services include the hospital servicescape, 
service type (public or private), health condition, politeness of the service contact staff, core service (i.e. 
the policy), and insurance provider, among others (Cosma et al., 2020; Crosby & Stephens, 1987; Singh, 
1991). This study examines satisfaction in the medical scheme context to enhance the knowledge on 
how customers evaluate overall healthcare and make judgements.
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Customer Satisfaction is defined as “positive affective responses resulting from the post- 
purchase evaluation of all relationship aspects with a firm” (Geyskens et al., 1998, p. 224). This 
study examines satisfaction as the consumers’ evaluation of the overall core services of medical 
schemes, as each service contact may positively or negatively affect satisfaction. Thus, even if 
consumers evaluate overall in a summary, or judge its separate features, either way, satisfaction 
with healthcare experience is a multi-dimensional construct, derived from the judgment of varied 
features (Crow, Gage, Hampson, Hart, Kimber, Storey & Thomas et al., 2002). Moliner (2009) has 
applied Agency Theory in healthcare to examine the theoretical base and concepts of post- 
purchase perceived value and relationship quality among hospital users. Patient satisfaction was 
regarded as evaluation between the outcomes of cumulative service transactions; both consumed 
and prior to expectations. A cumulative satisfaction cumulates customers’ satisfaction in a long- 
term, sequential series of episodes forming overall satisfaction, and it is a key fundamental factor 
in the firm’s past, current and future performance (Lam et al., 2004). Thus, a transaction-specific 
satisfaction defines a consumer’s emotional response into a single pleasant transaction experi-
ence (R.L. Oliver, 1993), which shows that satisfaction is achieved by cultivating long-term custo-
mer relationships with the objective to retain valuable customers rather than pursuing single 
transactions (Tuu, 2015). Hence, for a customer’s satisfaction to affect loyalty, a cumulative 
satisfaction is needed for satisfaction episodes to be blended (R.L. Oliver, 1999).
2.4. Marketing ethics
Marketing ethics refer to “the systematic inquiry into the nature and grounds of standards, moral 
judgments, and rules of conduct focusing on marketing decisions, behaviours and institutions” 
(Eastman et al., 1996, p. 952). Ethics is an Aristotelian moral philosophical tradition for judging the 
rightness not of an action per se, but of an action of one person relative to others, based on the 
evaluation of the personal interactions (Gaski, 1999; Román, 2003; Thomas et al., 2002). Marketers 
must be subjective on every policy and strategy to test for fairness, and ask not only “is it legal?”, 
but also “is it right?” (Berry, 1995). Instead of measuring what is right or wrong, the research has 
examined the ethical issues and concerns that occur in marketing and how customers and firms 
behave when they encounter such issues (Diacon & Ennew, 1996).
Bartels (1967) developed the first conceptualisation of the factors affecting marketing ethical 
decisions. Since then, the research has evolved by reflecting on the increased public concern on 
unethical marketing activities (i.e. dangerous products, misleading pricing, and deceptive advertis-
ing). Ferrell and Gresham (1985) have since incorporated ethical issues such as price, collusions, 
bid rigging, bribes, falsifying information, and deceptive advertising into a contingency framework 
for understanding ethical marketing decision-making. The traditional marketing concept uses the 
4Ps (e.g., product, price, place, and promotion) to manipulate the mass market (Ferrell & Ferrell, 
2008). Relative to this, Eastman et al. (1996) have identified the following as areas of ethical 
concern:
● the product (i.e. sell products that lack customer benefits),
● price (i.e. charge higher prices to claim superiority over rivals selling similar service),
● fairness (i.e. bribery, honesty, misrepresent service benefits), and
● confidentiality.
Holcombe (2015) uses the argument that the ethics of marketing cancer by the cancer centres and 
hospitals aims at the “emotions more than facts” of consumers and it could be misleading and 
imply a perception that new equipment or new services will improve the outcomes without 
substantial evidence on such a claim. Latham (2004) believes that the pitfalls in medical marketing 
ethics (e.g., the nature of the medical product and price, fairness and quality problems, deception, 
problems with placement, lack of information, and conflicting interests in promotion, agency and 
access) can be resolved by professionalism as the fifth P in the medical marketing mix. Thus, 
marketing ethics applied in the medical services must encompass all the extended services in the 
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marketing mix elements (Murphy, 2002). Marketing ethics assumes more relevance and complex-
ity in the services marketing context where the ethical behaviour of marketers is essential to the 
realization of marketing effectiveness and satisfaction (Singhapakdi et al., 1996).
Given the increased frequency of their boundary spanning contacts (Nantel & Weeks, 1996), the 
contact staff is a suitable example for ethical abuse linked to the activities of the marketing 
department (Ferrell & Gresham, 1985). These activities often include products and customer 
situations without a proper set of guidelines (Donoho et al., 2013). Examples would include 
when they exaggerate or lie about the benefits, or communicate misleading information, use 
manipulative tactics, and high-pressure selling techniques (Román, 2003). Previous studies 
(Chonko et al., 1996; Thomas et al., 2002) indicate that the perceived high ethics of salespeople 
has declined, and consumers have a negative perception of salespeople as they perceive them to 
have low ethical standards (i.e. false promises or coercion into a purchase).
Unethical sales behaviour, as perceived by consumers, is defined as the short-term salesperson’s 
conduct to generate a sale at the expense of customers and has a profound impact on the public 
image about the firm (Pezhman et al., 2013). Consumers’ have subjective beliefs and their source 
of unethical behaviour may distort their buying behaviour (Brunk, 2010). The perceived vicarious or 
personal, unethical marketing behaviours that relate negatively to the customers’ expectations 
(Creyer & Ross, 1997) are:
● attitude (Babin et al., 1999);
● satisfaction (Alexander, 2002); and
● Behavioural Intention (Creyer & Ross, 1997).
Thus, the ethical behaviour of salespeople positively affects Customer Satisfaction (Mulki & 
Jaramillo, 2011; Pezhman et al., 2013; Thomas et al., 2002). Consequently, when the overall 
Customer Satisfaction is negative, the perceived marketing ethics of a firm will be affected 
negatively by the overall dissatisfaction (Chonko et al., 1996; Thomas et al., 2002). “In a real 
world, consciously dissatisfying customers contradicts with the definition of marketing” (Gaski, 
1999, p. 319). This study, therefore, hypothesises that: 
H6: Low Customer Satisfaction has a negative impact on perceived marketing ethics.
3. Research methodology
3.1. Measures
A quantitative research study (Malhotra, 2007), was conducted by using structured self-administered 
questionnaires used to measure Economic Risk Cost (six-items), Evaluation Cost (four-items), Benefit 
Loss Cost (three-items), Monetary Loss Cost (three-items), Personal Relationship Loss Costs (four- 
items), and Customer Satisfaction (four-items). Section A captured the demographic data involving 
age, gender, medical scheme affiliations, monthly contribution, number of covered households, 
customer switching experience, and the length of membership. Section B comprised validated scale- 
items sourced from the typology of switching costs developed by Burnham et al. (2003), to the Ethical 
Marketing Issues (nine-items) scale (sourced from Murphy et al., 1992) to measure the marketing 
ethics in this study.
All the 33 scale-items formed statements suitable for collecting primary data needed to answer 
the research questions and achieve the objectives of this study. Responses were measured using 
a five-point Likert-scale varied from strongly disagree (1) to strongly agree (5). The questionnaire 
was pre-tested on a sample (n = 50) with similar traits to the initial sample to eliminate survey and 
measurement errors, thus, improving the overall quality of the survey.
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3.2. Sampling and data collection
A cross-sectional study (Malhotra, 2007), collected data only once from a targeted population of 
medical scheme clients ranging between 18 to 60 years of age, who resided in South Africa, Gauteng 
Province. In 2016, the population of South Africa was estimated at 55.91 million, with the highest 
proportion (24%) or 13.5 million people residing in Gauteng Province (A. Gray & Vawda, 2017) and 
therefore, the largest proportion of medical scheme beneficiaries reside in Gauteng province (40%). 
While the proportion of medical scheme membership has declined in other provinces, Gauteng has 
recorded an increase of 1.4% (Council for Medical Schemes Annual Report, 2017–2018).
A non-probability judgment sampling method (Hair et al., 2017) ensured the inclusion of 
(n = 250) beneficiaries directly paying monthly contributions, whose medical scheme memberships 
exceeded 6 months. This sample size corresponds with prior similar studies (Edward & Sahadev, 
2011; Li, 2015; Ngo & Pavelková, 2017).
In May 2019, primary data were collected using a face-to-face survey over a period of a month, 
in the public locations near the public and private healthcare facilities by a team of skilled 
fieldworkers. Each respondent self-administered a structured questionnaire written in English 
language, which captured objective responses about perceived switching costs, satisfaction and 
perceived marketing ethics of medical schemes. The ethical conduct of the researcher and ethical 
treatment of the participants in the study, (i.e. consent, debrief the respondents about the study 
purpose, rights to refuse or to withdraw from participation, assure them about disclosed data 
privacy, data storage safety and thank them for their participation) were addressed.
The University of Johannesburg, College of Business and Economics (CBE) Ethical Committee 
issued the Ethical Clearance Certificate.
4. Analysis and findings
4.1. Descriptive statistics
A total of 208 completed questionnaires were returned, yielding 83.2% response rate, which was 
processed (i.e. coded, edited, tabulated) into SPSS Version 26 for multivariate statistical analysis, 
and AMOS Version 26 tested the latent variables with their causal structure using a structural 
equation modelling (SEM). The descriptive statistics of the sample profiles shown in Table 1 
indicate that most respondents (24.0%) had 25–29 years of age. Many subjects were females 
(53.4%) and 40.4% of respondents contribute up to R3 000 per month. Many subjects (41.8%) have 
been members of their medical schemes for more than a period of 5 years, and most respondents 
(65.9%) indicated that they have not switched before. The majority of the respondents are 
members of the Discovery Health Medical Scheme (55.3%), followed by BankMed (20.2%), 
Momentum (11.1%), and Bonitas (4.8%). Table 1 presented below is useful for understanding the 
economic and socio-demographics of the target sample in this study.
4.2. Exploratory factor analysis (EFA)
In EFA, the Bartlett’s Test of Sphericity (Bartlett, 1954) and the Kaiser-Meyer-Olkin (KMO) measure of 
sampling adequacy (Kaiser, 1960), determine the number of variables capturing the underlying relation-
ships of the factors (Pallant, 2010). Table 2 below shows that the model with Kaiser-Meyer-Olkin Measure 
of Sampling Adequacy =.815; Bartlett’s Test of Sphericity, approximately Chi-Square = 3914.174; 
df = 528, is significant p < .000, and explained 72.39% of the total variance.
The varimax rotation, as the traditional orthogonal approach, was used to minimise the number 
of variables with high loadings on each factor (Pallant, 2010), and determine the suitability of all 
33-item scale in the context of medical schemes in South Africa. Ethical Marketing Issues had one 
item (EMI1 = .531) that cross-load with two items (ERC1 = .828; ERC2 = .688) of Economics Risk 
Costs. Ethical Marketing Issues also had two items (EMI5 = −.698 and EMI9 = .497) that cross-load 
with one item (SAT2 = .578) of Customer Satisfaction. These cross-loading items were deleted. The 
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remaining items loaded above 0.50 on their expected factors, showing good reliability (Hair et al., 
1998). The eight iterations rotation procedure for refinement of the measurement scale explored 
the 27 scale-items that tested the split-half reliability of the factors using Cronbach alpha 
(Cronbach, 1951), with coefficients recommended above 0.7 (Malhotra, 2007), and closer to 1 
representing a greater internal consistency reliability (Pallant, 2010).
A check for assumptions shows that multicollinearity (r = .9 and above) does not exist in this study as 
the independent factors are not highly correlated, and Tolerance Value is greater than .10 and 
Variance inflation factor (VIF) value is less than 10, indicating no sign of multicollinearity (Pallant, 
2010). Table 3 below shows descriptive statistics of the constructs. Six-items of Ethical Marketing 
Issues had alpha of .872 (M = 2.0507; St. Dev = .72563). Four items of Personal Relation Loss Costs had 
alpha of .921 (M = 2.6454; St. Dev = 1.16830). Four-items of Evaluation Costs had alpha of .8663 
(M = 3.5120; St. Dev = 1.06910). Four-items of Economic Risk Costs had alpha of .830 (M = 3.2917; 
St. Dev = .94473). Three-items of Benefit Loss Costs had alpha of .912 (M = 3.5449; St. Dev = 1.29291). 
Three-items of Monetary Loss Costs had alpha of .857 (M = 3.2821; St. Dev = 1.05792), and three-items 
of Customer Satisfaction had alpha of .792 (M = 3.3471; St. Dev = .72181). The negative skewness 
values ranging from Economic Risk Costs (−.323), Monetary Loss Costs (−.437), Customer Satisfaction 
(−.514), Benefit Loss Costs (−.588), and Evaluation Costs (−.608) show that the values cluster at the 
upper right-hand side of the standard normal distribution. The positive kurtosis values for Marketing 
Table 1. Descriptive profiles of sample
Demographics n = 208 Percentage
Age
18–24 39 18.8
25–29 50 24.0
30–34 43 20.7
35–39 37 17.8
40–45 16 7.7
46–49 10 4.8
50 and more years 13 6.3
Gender
Male (%) 94 45.2
Female (%) 114 54.8
Monthly payment
Up to R3000(%) 84 40.4
R3000—R4000(%) 74 35.6
R4000—R5000(%) 31 14.9
R5000—R6000(%) 11 5.3
R6000—R7000(%) 4 1.9
More than R8000(%) 4 1.9
Duration of use
1 year < 2 years(%) 59 28.4
2 years < 3 years(%) 29 13.9
3 years < 4 years(%) 16 7.7
4 years < 5 years(%) 17 8.2
More than 5 years(%) 87 41.8
Have you ever switched service provider?
Yes(%) 71 34.1
No(%) 137 65.9
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Ethics (1.381) and Customer Satisfaction (.899) show the peaked distribution (i.e. clustered in the 
centre), and kurtosis value for Customer Satisfaction (.899), below zero shows a distribution curve that 
is relatively flat with many extreme cases in the data. This can be corrected by increasing “sample size 
to exceed 200+ cases” (Pallant, 2010, p. 57).
4.3. Confirmatory factor analysis (CFA)
A CFA (Anderson & Gerbing, 1988), tested the reliability of the measurement model using Cronbach 
alpha (Cronbach, 1951), Composite reliability (Fornell & Larcker, 1981), and Average Variance 
Extracted (Fornell & Larcker, 1981) to confirm the discriminant validity (Fornell & Larcker, 1981) 
of the interactions between the seven factors extracted in EFA.
Table 2. Item loading and factor analysis
Items EMI PRLC EC ERC BLC MLC SAT
EMI1
EMI2 .831
EMI3 .773
EMI4 .819
EMI5
EMI6 .802
EMI7 .669
EMI8 .733
EMI9
SAT1 .745
SAT2
SAT3 .821
SAT4 .781
ERC1
ERC2
ERC3 .757
ERC4 .777
ERC5 .775
ERC6 .590
EC1 .752
EC2 .843
EC3 .845
EC4 .744
BLC1 .931
BLC2 .908
BLC3 .861
MLC1 .839
MLC2 .841
MLC3 .753
PRLC1 .848
PRLC2 .861
PRLC3 .889
PRLC4 .893
Note I: KMO measure: 0.815 BTS = (Approx. Chi-Square = 3914.174) (df = 528) (Sig. = 0.000) Total variance explained: 
72.39%. Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization. 
Rotation converged in 8 iterations. 
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A maximum likelihood estimation tested the covariance matrix in AMOS Version 26 to identify 
the estimates of various parameters (Jöreskog et al., 1999). Data had no missing values. The 
factor loading of the items in the constructs verified the convergent validity (see Figure 2 below), 
with values above 0.5 showing a positive correlation among the scale-items of each factor 
(Pallant, 2010). The size of the correlation coefficients for EMI7 = .64 below (>.70) was deleted 
(Low λ). Subsequently, EMI8 = .69 below (>.70) was also deleted (Low λ). Satisfaction had only 
three items, therefore, SAT1 = .69 below (>.70) was not deleted. The smaller correlations may be 
accepted, but as a general rule of thumb, the size of the correlation coefficient must be .70 and 
above (Hair et al., 2017). The measurement model with one covariance added between PRLC3 
<-> PRLC4, which improved the measurement model with .38 (see Figure 2), showed good fit 
indices as recommended by Schreiber et al. (2006). With Chi-square = 373.019; degrees of 
freedom (df) = 230, the measurement model is significant at p < .000, with satisfactory (CMIN/ 
DF = 373.019/230 = 1.622, Goodness-of-fit index (GFI) = .877, Adjusted GFI (AGFI) = .840, 
Comparative Fit Index (CFI) = .950, Tucker–Lewis index (TLI) = .940, Incremental Fit Index 
(IFI) = .951, Normed Fit Index (NFI) = .881, Standardized Root Mean Square Residual 
(RMR) = .084, and Root Mean Square Error of Approximation (RMSEA) = .055.
The Measurement Model tested the possibility existence of outliers or negative error variances 
(also known as Heywood cases) and the standardised factor loadings above 1.0 or below −1.0 (Hair 
et al., 1998). The residual covariance of −2.779 between BLC1 and ERC4 represents standard error, 
and all the other standardised residuals had values less than two, showing appropriateness of the 
measurement model (Jöreskog et al., 1999). Table 4 below shows the standardised regression 
weights of CFA.
Table 5 below shows that the AVE is greater than shared variance with other variables as 
recommended by Fornell and Larcker (1981). All the AVE values were above (>0.50), support-
ing convergent reliability (Fornell & Larcker, 1981), and composite reliability (CR) values were 
all above (>0.70) verifying discriminant validity of the measurement model (Fornell & Larcker, 
1981). The values of the square root of the AVE (bold values on Table 5) are greater than the 
correlation coefficients, which allow for continuation of the structural model testing.
4.4. Structural model
The structural model in Figure 3, tested the path estimates and overall model fit, wherein it was 
hypothesised that Economic Risk Costs (H1) and Evaluation Costs (H2) have direct negative 
significant effects on Satisfaction, while Benefit Loss Costs (H3), Monetary Loss Costs (H4), and 
Personal Relational Loss Costs (H5) have direct positive significant effects on Satisfaction. 
Lower Satisfaction levels (H6) will negatively affect perceived Marketing Ethics of medical 
schemes.
Table 3. Descriptive statistics of the constructs
Constructs Item Mean Std. 
Deviation
Skewness Kurtosis Cronbach 
alpha
Marketing Ethics 6 2.0507 .72563 1.093 1.381 .872
Personal Relational 
Costs
4 2.6454 1.16830 .190 −.870 .921
Evaluation Costs 4 3.5120 1.06910 −.608 −.156 .866
Economic Risk 
Costs
4 3.2917 .94473 −.323 −.117 .830
Benefit Loss Costs 3 3.5449 1.29291 −.588 −.790 .912
Monetary Loss 
Costs
3 3.2821 1.05792 −.437 −.146 .857
Satisfaction 3 3.3471 .72181 −.514 .899 .792
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The structural model in Figure 3 with one covariance added between PRLC3 <-> PRLC4 (to enhance the 
structural model with .38); another one added between EC1 <-> EC2 (to improve the structural model 
with .31); and the last one added between EMI2 <-> EMI3 (to improve the structural model with .19); 
showed good fit indices as recommended by Schreiber et al. (2006). With Chi-square = 370.934; degrees 
of freedom (df) = 233, the structural model is significant at p < .000, with satisfactory CMIN/DF = 370.934/ 
233 = 1.592, Goodness-of-fit index (GFI) = .877, Adjusted GFI (AGFI) = .841, Comparative Fit Index 
(CFI) = .952, Tucker–Lewis index (TLI) = .943, Incremental Fit Index (IFI) = .953, Normed Fit Index 
(NFI) = .882, Standardised Root Mean Square Residual (RMR) = .098), and Root Mean Square Error of 
Approximation (RMSEA) = .053.
Table 6 shows that Economic Risk Costs had positive significant effect on Customer 
Satisfaction (.236; p < .025), and Evaluation Costs had negative insignificant effect on 
Customer Satisfaction (−.034; p < .736). Benefit Loss Costs had positive significant effect on 
Customer Satisfaction (.221; p < .004) and Monetary Loss Costs had negative insignificant effect 
Figure 2. Measurement model.
Notes II: EMI = Ethical 
Marketing Issues; 
SAT = Satisfaction, 
ERC = Economic Risk Costs; 
EC = Evaluation Costs; 
BLC = Benefit Loss Costs; 
MLC = Monetary Loss Costs; 
PRLC = Personal Relationship 
Loss Costs 
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on Customer Satisfaction (−.117; p < .232). H1, H2, and H4 were rejected. Personal Relational 
Loss Costs had positive significant effect on Customer Satisfaction (.416; p < .001). Lastly, lower 
Satisfaction levels had negative significant impact on perceived Ethical Marketing Issues of 
medical schemes (−.184; p < .028). Therefore, H3, H5 and H6 were accepted.
Figure 3 above, also shows the squared multiple correlation (SMC) coefficients. Satisfaction 
had 0.32, which suggests that 32% of the variance in Customer Satisfaction is explained by 
customers’ perceptions of personal relationship loss costs and benefit loss costs. Marketing 
ethics had 0.3, which suggests that 3% of the variance in customers’ perception of ethical 
marketing is explained by overall satisfaction of customers with the medical scheme services.
Table 4. Standardised regression weights (CFA)
Items/constructs Estimate
BLC1 <— BLC .896
BLC2 <— BLC .967
BLC3 <— BLC .784
EC1 <— EC .743
EC2 <— EC .836
EC3 <— EC .811
EC4 <— EC .768
EMI2 <— EMI .742
EMI3 <— EMI .734
EMI4 <— EMI .799
EMI6 <— EMI .809
ERC3 <— ERC .781
ERC4 <— ERC .726
ERC5 <— ERC .807
MLC1 <— MLC .812
MLC2 <— MLC .909
MLC3 <— MLC .737
PRLC1 <— PRLC .844
PRLC2 <— PRLC .894
PRLC3 <— PRLC .813
PRLC4 <— PRLC .854
SAT1 <— SAT .692
SAT3 <— SAT .712
SAT4 <— SAT .852
Table 5. Discriminant validity of the constructs
Constructs CR AVE SAT EMI ERC MLC BLC PRLC EC
SAT 0.798 0.571 0.755
EMI 0.855 0.596 −0.195 0.772
ERC 0.815 0.596 0.319 −0.078 0.772
MLC 0.862 0.676 0.148 0.136 0.519 0.822
BLC 0.915 0.784 0.284 0.000 0.200 0.320 0.886
PRLC 0.913 0.725 0.493 0.027 0.287 0.201 0.147 0.852
EC 0.869 0.625 0.185 0.161 0.542 0.533 0.309 0.163 0.790
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4.5. Moderation
The study tested moderation effects of medical scheme contributions and customer switching experi-
ence on the effects of personal relational loss costs and benefit loss costs on Customer Satisfaction, and 
on satisfaction effects on the perceived marketing ethics, using the Johnson Neyman’s regression 
technique.
4.5.1. Medical scheme contributions 
When the South African government delivers the NHI fund through tax funding, rather than via 
health insurance contributions, the entitlement to use health services will not be directly tied to 
contributions (A. Gray & Vawda, 2017, 2019). Currently, many income taxpayers belong to medical 
scheme and face the contributions that account for a large percentage of their income (A. Gray & 
Vawda, 2019). Many South Africans earn below R6 000 per month per household, and those with 
income levels above R15 000 per month are subsidised for the medical scheme cover. This means 
people earning above the threshold (Erasmus et al., 2016). Recently, estimates show that medical 
scheme contributions in South Africa are regressive across the members from different socio- 
economic groups. Monthly contributions range from 15.8% of income before tax credits (and 9.2% 
after tax credits) for the lowest income medical scheme members to 5.5% before and 4.7% after 
tax credits for the highest income scheme members (A. Gray & Vawda, 2019). As the medical 
scheme contribution is still a service condition imposed by employers (Erasmus et al., 2016), this, 
therefore, necessitates the investigation of the following hypotheses: 
Figure 3. Structural equation 
modelling (SEM).
Notes III: EMI = Ethical 
Marketing Issues; 
SAT = Satisfaction, 
ERC = Economic Risk Costs; 
EC = Evaluation Costs; 
BLC = Benefit Loss Costs; 
MLC = Monetary Loss Costs; 
PRLC = Personal Relationship 
Loss Costs. Moderation: inter-
action effect Sig. Not Sig. 
Table 6. Structural path results
H Hypothesised 
paths
Standardised 
path coefficients
Observed p < . p < . Result
H1 SAT <—ERC .236 .025 0.05 Rejected
H2 SAT <—EC −.034 .736 0.05 Rejected
H3 SAT <—BLC .221 .004 0.01 Accepted
H4 SAT <—MLC −.117 .232 0.05 Rejected
H5 SAT <—PRLC .416 .001 0.001 Accepted
H6 SAT <—EMI −.184 .028 0.05 Accepted
Notes IV: *p < 0.05, ** p < 0.01, *** p < 0.001 
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H7: Medical scheme contributions moderate the relationship between personal relational loss 
costs and Customer Satisfaction.
H8: Medical scheme contributions moderate the relationship between benefit loss costs and 
Customer Satisfaction.
H9: Medical scheme contributions moderate the relationship between Customer Satisfaction and 
marketing ethics.
Table 7 below shows that the results of the interaction effect (γ = .1354; t-value = 2.1686) of 
medical scheme contributions on the relationship between Benefit Loss Costs and Customer 
Satisfaction (LLCI = .0123; ULCI = .2585), is significant at p < .0313. H8 is accepted while H7 and 
H9 were rejected. Knowledge is required on the conditions under which this moderation effect is 
significant (i.e. is it when medical scheme contributions are either low, medium, or high?). Table 7 
shows that the moderation effect under the condition of low contributions (LLCI = −.1246; 
ULCI = .1535), is not significant, p < 0.8382. The moderation effect under the condition of medium 
contributions (LLCI = .0488; ULCI = .2469), is significant at p < .0036. The moderation effect under 
the condition of high contributions (LLCI = .1131; ULCI = .4854), is highly significant at p < .0018.
Figure 4 below shows that the development of satisfaction is important for customers paying 
medium monthly contributions and it is even important for those paying high monthly contribu-
tions. The difference is that an increase in benefit loss costs does not increase Customer 
Satisfaction of customers who pay low contributions, but increasing benefit loss costs enhance 
satisfaction of customers who make medium contributions, and increasing benefits loss costs 
strongly enhance the satisfaction of customers who make high contributions per month.
4.5.2. Customer switching experience 
Enhancing consumers’ perceived switching costs contribute to the entry barriers, especially if the firm’s 
products and quality lack transparency to consumers do not provide meaningful and comparative 
information (Competition Commission, South Africa. H, 2018). While consumers who perceive low 
Table 7. Conditional effect of benefit loss costs on satisfaction at values of the moderator(s)
Monthly 
contribution
Effect Se t-value p-value Lower Upper Results
Interaction effect .1354* .0624 2.1686 .0313 .0123 .2585 Accept
Low .0144 .0705 .2044 .8382 −.1246 .1535 Reject
Medium .1479*** .0502 2.9436 .0036 .0488 .2469 Accept
High .2993*** .0944 3.1698 .0018 .1131 .4854 Accept
Notes V: 95% level of confidence; *p < 0.05; **p < 0.01; ***p < 0.001 
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Figure 4. The moderating effect 
of medical scheme contribu-
tions on the link between 
Benefit Loss Costs and 
Customer Satisfaction.
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switching costs, and do not perceive additional value on the service they receive from a medical scheme 
will switch to competing brokerages; however, many of them are reluctant to switch despite the limited 
switch barriers imposed by medical schemes on consumers (Competition Commission, South Africa. H, 
2018). The market complexity is that many consumers have a considerable apathy (i.e. emotions) and 
consider it serious to switch medical schemes as those who switch lose credit points and are, therefore 
disincentivised from switching (Competition Commission, South Africa. H, 2018). Furthermore, some 
health professionals have violated the Constitution and other related laws, disregarded their profes-
sional code of ethics, and thus have demonstrated disrespect for patients’ rights including their families 
(A. Gray & Vawda, 2018). Such unethical behaviour has a profound effect on the public image about the 
firm (Pezhman et al., 2013). Negative ethical image and socially irresponsible behaviour will repel 
customers from an organisation and its products (Mulki & Jaramillo, 2011), which therefore necessitates 
the investigation of the following hypotheses: 
H10: Customer switching experience moderate the relationship between personal relational loss 
costs and Customer Satisfaction.
H11: Customer switching experience moderate the relationship between benefit loss costs and 
Customer Satisfaction.
H12: Customer switching experience moderate the relationship between Customer Satisfaction 
and perceived marketing ethics.
Table 8 below shows that the results of the interaction effect (γ = .2246; t-value = 2.1197) of 
customer switching experience on the relationship between benefit loss costs and Customer 
Satisfaction (LLCI = .0157; ULCI = .4334), is significant at p < .0352. H10 is rejected while H11 
and H12 were accepted. Knowledge is required on the conditions under which this moderation 
effect is significant (i.e. is it when customers have switching experience or do not have switching 
experience?). Table 8 shows that under the condition where customers do not have switching 
experience, the moderation effect (LLCI = −.1465; ULCI = .1719) is not significant, p < .8756, but 
under the condition where customers have switching experience, the moderation effect 
(LLCI = .1020; ULCI = .3724) is significant at p < .0034.
Figure 5 below shows that the development of Customer Satisfaction is important for customers 
who have switching experience. The difference is that increasing benefit loss costs does not 
increase the satisfaction of customers who do not have switching experience, but increased 
Benefit Loss Costs enhance the satisfaction of customers with prior switching experience.
Table 9 below shows that the results of the interaction effect (γ = .2900; t-value = 2.6278) of 
customer switching experience on the influence of Customer Satisfaction on perceived marketing 
ethics (LLCI = .0724; ULCI = .5075) is significant at p < .0092. Therefore, H11 is accepted. Knowledge is 
required on the conditions under which this moderation effect is significant (i.e. is it when customers 
have switching experience or do not have switching experience?). Table 9 shows that under the 
Table 8. Conditional effect of benefit loss costs on satisfaction at values of the moderator(s)
Switching 
Experience
Effect Se t-value p-value Lower Upper Results
Interaction effect .2246 .1059 2.1197 .0352 .0157 .4334 Accept
No switching 
experience
.0127 .0807 .1568 .8756 −.1465 .1719 Reject
Switching 
experience
.2372*** .0686 3.4591 .0007 .1020 .3724 Accept
Notes VI: 95% level of confidence; *p < 0.05; **p < 0.01; ***p < 0.001 
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condition where customers do not have switching experience, the moderation effect (LLCI = −.4732; 
ULCI = .1505), is significant, p < .0002, but under the condition where customers have switching 
experience, the moderation effect (LLCI = −.1679; ULCI = .1241), is not significant at p < .7679.
Figure 6 below shows that the development of perceived ethical marketing is important for 
customers who do not have switching experience. The difference is that an increase in Customer 
Satisfaction enhances perceptions of marketing ethics for customers who do not have switching 
experience; however, increased satisfaction for customers who have switching experience does not 
enhance their perceived marketing ethics of medical schemes.
5. Discussion and conclusion
This study provides insights regarding the management of perceived switching costs on Customer 
Satisfaction, and the effect on perceived marketing ethics of medical schemes in the South African 
healthcare sector. The study has profiled a large segment (24.0%) of consumers ranging between the 
ages of 25 to 29 years old, the majority of whom are female consumers (53.4%). Many customers (55.3%) 
identify with the Discovery Health Medical Scheme, and about 40.4% contribute over R3 000 per month. 
The large membership (41.8%) exceeds a period of 5 years, and 65.9% of the consumers report having no 
switching experience.
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Table 9. Conditional effect of satisfaction on marketing ethics at values of the moderator(s)
Switching 
Experience
Effect Se t-value p-value Lower Upper Results
Interaction effect .2900 .1103 2.6278 .0092 .0724 .5075 Accept
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experience
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This study finds that economic risk costs positively impact Customer Satisfaction, which was an 
unintended outcome. This result, therefore, supports the findings by Blut et al. (2014) who reported 
that procedural switching costs positively relate with important relationship outcome of satisfaction.
It appears, therefore, that customers do not view themselves as “being locked-in” to the medical 
scheme. Instead, customers perceive switching costs may attribute the view of “being locked-in” to 
their own inability state to switch, as indicated by Burnham et al. (2003). This study, therefore, does 
not find evidence supporting the direct negative impact of economic risk costs and evaluation costs 
on Customer Satisfaction, therefore, support the findings by Burnham et al. (2003) who also did not 
find this evidence. By contrast, M.A. Jones et al. (2000) used a holistic measure of switching costs and 
observed supportive evidence showing the negative interaction effect.
The findings, therefore, show that Benefit Loss Costs have a positive significant effect on Customer 
Satisfaction. This result supports the findings by M.A. Jones et al. (2007). Monetary loss costs do not 
have significant effect on Customer Satisfaction in this study, and as Moliner (2009) reports, monetary 
costs and service quality are fundamental factors for a private healthcare satisfaction. Moreover, 
personal relation loss costs have a positive significant impact on Customer Satisfaction. This result 
corroborates with the literature, (Julander & Söderlund, 2003; Meng & Elliott, 2009), showing the 
impact of positive switching costs (social and lost benefits) on Customer Satisfaction. Lower satisfac-
tion levels were found to affect perceived marketing ethics of medical schemes negatively, which 
confirms the results by Chonko et al. (1996) and Thomas et al. (2002).
The moderation effects of both medical scheme contributions and customer switching experi-
ence, as control variables on the interaction of personal relational loss costs and Customer 
Satisfaction were not supported. However, evidence shows that these control variables moderate 
interaction of Benefit Loss Costs and Customer Satisfaction. Results also show that increasing 
Benefit Loss Costs enhance satisfaction of customers who contribute high and medium monthly 
fees and for consumers with switching experience. The moderation of medical scheme contribu-
tions, as control variables on the negative interaction of Customer Satisfaction and perceived 
marketing ethics, was not supported. The findings support the moderation effect of consumers 
switching experience on the negative interaction of Customer Satisfaction and perceived market-
ing ethics. Increasing satisfaction of customers who have no switching experience enhances their 
perceived marketing ethics of medical schemes.
5.1. Theoretical contribution
This paper contributes insights to the body of knowledge embracing the enlightened marketing 
philosophy intended to enhance the long-term performance of the marketing system of the 
medical schemes. This study also contributes to the literature on services marketing in various 
ways. It has tested the structural model that uncovered insights on:
● the effectiveness of switching cost typology developed by Burnham et al. (2003) which 
classified switching costs by type (procedural, financial, and relational) and direction (positive 
and negative);
● Customer Satisfaction (R.L. Oliver, 1997); and on
● the resultant impact on perceived marketing ethics (Murphy et al., 1992) of medical schemes.
This approach is useful for various reasons. Firstly, Burnham et al. (2003) recommend the research 
on the relationship between switching costs and satisfaction to examine whether, or when, 
switching costs lead to customer dissatisfaction. Secondly, it clears the empirical evidence 
shown in the literature regarding the overall effects of perceived switching costs on Customer 
Satisfaction (Biedenbach et al., 2015; Chang & Chen, 2008; Sanjeepan, 2017). Thirdly, results 
confirm the direct positive impact of switching costs (Personal Relationship Loss Costs and 
Benefit Loss Costs) on Customer Satisfaction (Julander & Söderlund, 2003; Meng & Elliott, 2009). 
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Lastly, the study confirms that lower satisfaction contributes negatively to perceived ethical 
marketing activities, which supports the results by Thomas et al. (2002).
This study has uncovered knowledge regarding the moderation effects of the medical scheme 
contributions and customer switching experience on Benefit Loss Costs and Customer Satisfaction. 
Increasing Benefits Loss Costs impact satisfaction under conditions where members contribute 
high and medium monthly fees and when customers have switching experience. Clearly, consu-
mers who do not have switching experience perceive a negative interaction of satisfaction and 
marketing ethics. In general, this research study recommends the service firms to view switching 
costs as an ethical problem instead of one of the economic costs incurred in switching a firm. This 
view, therefore, embraces Distributive Justice as an ethics precept necessary to understand 
enlightened marketing ethics (Ferrell & Ferrell, 2008).
5.2. Managerial implications
The medical scheme industry in Southern Africa should constantly monitor and evaluate strategies 
and adapt swiftly to the rapidly changing needs of the emerging market. As a practical recom-
mendation in this study, it is advisable for managers of the medical schemes in South Africa to 
coordinate a strategy of increasing Customer Satisfaction and switching costs. To improve 
Customer Satisfaction, managers must also closely monitor and increase Personal Relations Loss 
costs and Benefit Loss Costs by increasing additional services, rewards, discounts, special deals, or 
savings, among others. By increasing the Benefits Loss Costs, managers will satisfy members who 
contribute high and medium monthly fees and those with switching experience. Increasing service 
benefits lead to lower perceived costs, and managers can improve service benefits and raise costs 
with an ethical approach (i.e. assume the responsibility to improve customer value).
Julien Le Grand, LSE economist, states that in the choice and competition model, customers 
choose between services offered by competing providers, whereas in the voice model, customers 
express satisfaction (or dissatisfaction) through complaints directly to a service provider, or 
a higher manager or an elected representative (Groenewoud et al., 2019). Resolving customers’ 
complaints is considered the proper means to avoid customer dissatisfaction, which in the norma-
tive paradigm of the marketing concept, is a strategy that resonates strongly with the marketers’ 
self-interests (Gaski, 1999). Managers should monitor the evolution of satisfaction among custo-
mers and avoid situations that could lead to dissatisfaction.
From enlightened marketing perspective, realizing marketing ethics, societal marketing, custo-
mer value, and suchlike factors can enhance Customer Satisfaction. Lower satisfaction levels 
predict perceived unethical marketing practices by medical schemes; hence, managers must set 
a higher standard of professionalism and ethical behaviour, and control inappropriate selling 
through an intensive training of their salesforce and via newly appointed salesmen. The recruit-
ment of qualified salesmen and their subsequent training is crucial.
Enlightened marketing; ▪ innovative marketing; requires organizations to continuously seek new 
and better ways of improving its products and services to avoid losing customers (Kotler & 
Armstrong, 2008). The medical scheme practitioners in South Africa should develop marketing 
strategies linked to the National Patients’ Rights Charter developed by the Department of Health, 
which promotes the entitlement of members to information about their medical scheme and to 
challenge, where necessary, the decisions of such a medical scheme (Health Professions Council of 
South Africa, 2016).
Contact staff should do more to help customers make wise and informed decisions, and provide 
relevant information in a range of languages, instead of coercing them to purchase. Clearly, the 
medical schemes can position themselves as ethical brands in the market by endorsing features of 
quality, integrity respect, honesty, diversity responsibility, and accountability. Enlightened market-
ing; ▪ sense-of-mission marketing; advocates for an organization to define its mission in broad 
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social terms to serve best interests of both the consumers and the brand in the long-run (Kotler & 
Armstrong, 2008).
Marketing practitioners in healthcare must ensure fair and balanced promotion of health ser-
vices, and avoid exaggerating claims in the context of reputable marketing. Oh and Yoon (2014) 
recommend that ethical businesses adopt new marketing tactics reflecting ethical principles to 
reinforce the consumers’ belief in ethical consumerism (e.g., using promotions to demonstrate 
ethical obligations). Thus, in healthcare, a Consumerist Model may view patients as consumers, 
whereas in the Socialist Model of the NHI, patients are viewed as beneficiaries or as entitled 
“users”—the term used in the National Health Act (No 61 of 2003) (Rowe & Moodley, 2013). This 
study highlights the potential introduction of the NHI in South Africa to directly improve satisfac-
tion with health service and not only reduce the role of medical schemes but also to propel them 
to promote the prevention of unethical marketing practices. The NHI will make a provision for the 
measurement of patient satisfaction, the results of which (according to the NHI White Paper, as 
amended), will help the Office of Health Standards Compliance (OHSC) to identify gaps and put 
corrective measures necessary to sustain patient satisfaction (Competition Commission, South 
Africa. H, 2018). In developed nations like the UK, the beneficiaries to private medical schemes 
were found to be less satisfied with the NHS than non-beneficiaries, and most had enrolled as 
a condition of employer (Crow et al., 2002).
A clarity is required on the misunderstanding of the natural features of the proposed NHI 
reforms. In particular, the misconception regarding expansion of medical scheme coverage to all 
South Africans (A. Gray & Vawda, 2019). It is important for health practitioners in South Africa to 
realize that even with a fully operational NHI, the supplementary health insurance products will 
still have to be regulated (French, 2012), because “if the burden of cost containment is incurred by 
consumers who already have limited healthcare access, then the quality of healthcare will erode” 
(Furrow, 1988, p. 188). Consequently, what is likely to be an area of contestation is the idea of 
consumers duplicating cover (i.e. by contributions to NHI and ongoing purchase of private cover) 
(Erasmus et al., 2016).
The NHI fund faces hurdles before it can fulfil the role of private healthcare funding in South 
Africa. As a potential solution, the Government must accept the critical role of and collaborate with 
the private healthcare sector in facilitating NHI. This requires the private sector to be prepared and 
willing to render health services beyond the boundaries of medical scheme target market; to assist 
the government in serving higher volumes of patients from the public sector, and people who 
cannot afford monthly contributions; and to charge more affordable prices (A. Gray & Vawda, 
2019). Thus, through regular meetings and follow-up, involvement, and extensive consultations 
will be necessary via the Quality Standards (QS) development process to ensure commitment and 
buy-in at appropriate levels (A. Gray & Vawda, 2019). Clearly, the first step in the implementation 
of the NHI reforms will necessitate the amendments to the Medical Schemes Act (131 of 1998) (A. 
Gray & Vawda, 2017).
6. Limitations and future research directions
The limitations of external validity (e.g., generalising the findings to the broader population) can be 
corrected by including the medical scheme beneficiaries in other provinces of the country. The 
measurement error and scale improvements can include the eight facets of switching costs 
proposed in the literature. Qualitative method can be adopted to gain more insights on the daily 
personal and sensitive ethical issues facing members of medical schemes in South Africa.
A further point of investigation includes the consumers’ perceived value and concerns in relation 
to higher hospital and related increasing costs that make the medical scheme membership to be 
viewed as highly expensive and less accessible. Investigations should expand on the issue of 
marketing ethics in the various services contexts with strong competition, high, and low switching 
costs (e.g., telecommunication, banking, insurance, etc.). Research views the effect of switching 
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costs as a “lock-in” strategy (Nie et al., 2018). Increasing switching costs by the affective dimen-
sion can avoid negative word-of-mouth by customers generated in a “lock-in” situation. Future 
research can examine the possibility of increasing switching costs via anti-lock mechanisms to 
increase satisfaction. Interestingly, the nature of satisfaction–loyalty interaction moderated by 
switching costs in the medical scheme sector can be examined, as satisfaction alone is insufficient 
to create loyal customers. In health services, Customer Satisfaction rates alone cannot be con-
sidered as evidence of high-quality care (Jacobsen & Hasumi, 2014).
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